This paper proposes an empirical model which can be used to estimate the international transmission of volatility shocks. Using this model we estimate that a one standard deviation increase in the volatility of the shock to US real GDP leads to a decline in UK GDP of 1% relative to trend and a 0.7% increase in UK CPI relative to trend at the two year horizon. Using a non-linear open economy DSGE model, we nd that these empirical estimates are consistent with the response to a perturbation to the volatility of foreign 'supply' type shocks, while an increase in the volatility of demand shocks has a negligible impact. (JEL: D11, D12, D82, D83)
